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INDEPENDENT AUDITOR'S REPORT

Board of Directors

Rural Water District Number 1
Franklin County

Ottawa, Kansas

We have audited the accompanying financial statements of Rural Water District Number 1, Franklin County, Ottawa,
Kansas, which comprise the statement of net position as of December 31, 2020 and the related statements of revenues,
expenses and changes in net position and the statement of cash flows for the year then ended and the related notes to the
financial statements, which collectively comprise the basic financial statements as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with the
accounting principles generally accepted in the United States of America; this includes the design, implementation and
maintenance of internal control relevant to the preparation and fair presentation of the financial statements that are free
from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on the financial statement based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America. Those standards require we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free from material

misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on auditor's judgment, including the assessment of risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity's preparation and fair presentation of the financial statement in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity's internal controls. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Opinion
In our opinion, the financial statements referred to above presents fairly, in all material respects, the financial position of

Rural Water District Number 1, Franklin County, Ottawa, Kansas as of December 31, 2020, and the respective changes
in its financial position and its cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.
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Other Matters
Rural Water District Number 1, Franklin County, Ottawa, Kansas has not presented the Management’s Discussion and

Analysis that the Governmental Accounting Standards Board has determined is necessary to supplement, although not
required to be part of, the basic financial statements.

Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the basic financial statements as noted in the table of
contents taken as a whole. The revenues and expenses compared to budget (Schedule 1 listed in the table of contents) is
presented for analysis and is not a required part of the basic financial statements. Such information is the responsibility
of management and was derived from and relates directly to the underlying accounting and other records used to prepare
the financial statements. The information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the basic financial statement or to the basic financial
statements itself, and other additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the information is fairly stated in all material respects in relation to the basic financial
statements as a whole, in accordance with accounting principles generally accepted in the United States of America.

/inLO K- Mewgn

Harold K Mayes Jr CPA
Agler & Gaeddert Chartered
Ottawa, Kansas

May 13, 2021



Rural Water District Number 1
Franklin County, Kansas

STATEMENT OF NET POSITION
December 31, 2020

ASSETS
Current Assets
Cash and Cash Equivalents $ 729,918
Certificates of Deposit 693,802
Accounts Receivable 36,203
Line Extension Receivable 42,657
Prepaid Insurance 845
Total Current Assets 1,503,425
Non-Current Assets
Capital Assets 3,804,014
Accumulate Depreciation (1,859,335)
Total Property Plant and Equipment 1,944,679
Deferred Outflows
KPERS Deferred Outflow 40,167
Total Assets $ 3,488,271

LIABILITIES AND NET POSITION
Current Liabilities

Accounts Payable $ 9,299
Customer Credits 7,732
Sales Tax Payable 222
Water Protection Fee Payable 820
Payroll Liabilities 2,958
KPERS Payable 698

Total Current Liabilities 21,729

Pension Liability and Deferred Inflows

KPERS Net Pension Liability 48,785
KPERS Deferred Inflows 627
Pension Liability and Deferred Inflows 49,412
Net Position
Invested in Capital Assets 1,944,679
Unrestricted 1,472,451
Total Net Position 3,417,130
Total Liabilities and Net Position $ 3,488,271

The accompanying notes are an integral part of this statement.
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Rural Water District Number 1
Franklin County, Kansas

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
For the Year Ended December 31, 2020

Operating Revenues

Water Sales $ 383,189
Capital Improvement Revenue 105,084
Total Operating Expenses 488,273
Operating Expenses
Water Purchased 182,096
Clean Drinking Water Fee 1,508
Vehicle Expense 6,357
Utilities 11,983
Trash 621
Insurance and Bonds 10,512
Tests 1,252
One Call Locations 359
Professional Fees 9,945
Feasibility Engineering Studies 700
Clerical Fees 31
Memberships 1,136
Board Reimbursement 3,330
Repairs and Maintenance 41,186
Depreciation 108,743
Salaries and Payroll Taxes 151,529
Health Insurance 44,313
Supplies 3,586
Postage 4,929
Website 496
Internet 959
Materials 1,139
Office Rent 3,600
Other 441
Telephone 3,447
Bad debts 922
Total Operating Expenses 595,120
Total Operating Income (Loss) (106,847)
Non-Operating Revenues (Expenses)
Interest Income 14,373
Late Fees 11,777
Miscellaneous 7,216
Total Non-Operating Income (Loss) 33,366

The accompanying notes are an integral part of this statement.
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Rural Water District Number 1
Franklin County, Kansas

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
For the Year Ended December 31, 2020

Income (Loss) Before Capital Contributions $ (73,481)
Capital Contributions
Benefit Units 40,000
Net Income (Loss) (33,481)
Total Net Position, Beginning of Year 3,450,611
Total Net Position, End of Year $ 3,417,130

The accompanying notes are an integral part of this statement.
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Rural Water District Number 1
Franklin County, Kansas

STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2020

Cash Flows from Operating Activities

Cash Receipts from Customers $ 383,782
Cash Receipts from Line Extensions 112,212
Cash Payments to Suppliers of Goods or Services (328,717)
Cash Payments to Employees and Employer Benefits (141,018)
Net Cash Provided by (Used In) Operating Activities 26,259
Cash Flows from Investing Activities
Cash Invested in Certificates of Deposits (13,125)
Interest Income 14,373
Net Cash Provided by (Used In) Investing Activities 1,248
Cash Flows from Noncapital Financing Activities
Late Fees 11,777
Miscellaneous Non-Operating Revenue 7,216
Net Cash Provided By (Used In) Investing Activities 18,993
Cash Flows from Capital and Related Financing Activities
Proceeds from Sale of Benefit Units 40,000
Acquisition and Construction of Property, Plant & Equipment (190,543)
Net Cash Provided (Used) by Capital and Related Financing Activities (150,543)
Net Increase (Decrease) in Cash and Cash Equivalents (104,043)
Cash and Cash Equivalents, Beginning of Year 833,961
Cash and Cash Equivalents, End of Year $ 729,918

Reconciliation of Operating Income to Net Cash from Operating Activities

Operating Income (Loss) 5 (106,847)
Adjustments to Reconcile Operating Income (Loss) to Net Cash
from Operating Activities:

Depreciation 108,743
Changes in Assets and Liabilities Not Currently Affecting Cash:
(Increase) Decrease in Accounts Receivable (1,794)
(Increase) Decrease in Line Extension Receivable 7,128
(Increase) Decrease in Prepaid Expense 371
(Increase) Decrease in KPERS Deferred Outflows (40,167)
Increase (Decrease) in Accounts Payable 5,814
Increase (Decrease) in Customer Credits 2,387
Increase (Decrease) in Sales Tax Payable 70
Increase (Decrease) in Water Protection Fee 17
Increase (Decrease) in Payroll Liabilities 568
Increase (Decrease) in KPERS Payable 698
Increase (Decrease) in KPERS Net Pension Liability 48,785
Increase (Decrease) in KPERS Deferred Inflows 627
Net Cash from Operating Activities $ 26,259

The accompanying notes are an integral part of this statement.
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Rural Water District Number 1
Franklin County, Kansas
NOTES TO FINANCIAL STATEMENTS
December 31, 2020

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A summary of significant accounting principles consistently applied in the preparation of the accompanying financial
statements are noted as follows.

1. Financial Reporting Entity

The scope of the entity for financial reporting purposes is defined as those funds for which the Rural Water District
Number 1 (here in referred to as the District) is considered to be financially accountable. The District's financial
statements include all of its operations. The District is a separately administered organization. The District has no
component units. The District is a quasi-municipality governed by an elected six-member board.

2. Government-wide and Fund Financial Statements

Government-wide Financial Statements - The government-wide financial statements include the statement of net
position. This statement reports financial information for the District as a whole. Individual funds are not displayed
but the statements distinguish between governmental activities generally supported by taxes and general revenues (of
which the District does not have any), from the business-types activities, generally financed in whole or in part with
fees charged to external customers. The District is a special-purpose government engaged in a single governmental
program (delivery of water to customers in Franklin County, Kansas).

The statement of revenues, expenses and changes in net position reports the expenses of a given function offset by
program revenues directly connected with the functional program. A function is an assembly of similar activities,
expenses and program revenues associated with a distinct functional activity. Program revenues include charges for
water sales, fines, forfeitures, and other charges to users of the District. All other revenues not properly included with
program revenues will be reported as other revenues.

3. Measurement focus and Financial Statement Presentation

The financial statements of the District are prepared in accordance with generally accepted accounting principles
(GAAP). The District's reporting entity applies all relevant Governmental Accounting Standards Board (GASB)
pronouncements and applicable Financial Accounting Standards Board (FASB) pronouncements and Accounting
Principles Board (APB) opinions issued on or before November 30, 1989, unless they conflict with GASB
pronouncements. The District does not apply FASB pronouncements or APB opinions issued after November 30,
1989.

The District's statements will report using the economic resources measurement focus and the accrual basis of
accounting. Reimbursements are reported as reductions to expenses or capital assets. Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of related cash flows.

Operating income reported in the financial statements includes revenues and expenses related to the primary and,
continued operations of the District. Operating revenues are charges to customers for sales or services. Operating
expenses are the costs of providing goods or services and include administrative expenses and depreciation of capital
assets. Other revenues and expenses are classified as non-operating in the financial statements.

When both restricted and unrestricted resources are available for use, it is the District’s policy to use restricted
resources first, then unrestricted resources as needed.



Rural Water District Number 1
Franklin County, Kansas
NOTES TO FINANCIAL STATEMENTS
December 31, 2020

NOTE A. - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - continued
4. Fund Types and Major Funds
Governmental funds: The District has no governmental funds.

Business-type funds: The District has one major enterprise fund. The Water fund accounts for the operating activities
of the District's water utilities services.

5. Cash and Cash Equivalents

For purposes of the statement of cash flows, cash equivalents are short term, highty liquid investments having original
maturities of three months or less, not restricted for contingencies.

6. Accounts Receivable

The direct write-off method is used for bad debts. Accounts receivable are written off when deemed uncollectible.
Accordingly, no allowance for bad debts has been recorded.

7. Property, Plant and Equipment

Property, plant and equipment are reported at cost. Major improvements and betterments to existing property and
equipment are capitalized. Expenditures for maintenance and repairs that do not extend the life of the applicable assets
are charged to expenses as incurred.

Depreciation is provided on the straight-line basis over the estimated useful life of the assets as follows:

Storage Tank 20 years
Building, Pump Station, and Lines 30 - 40 years
Equipment and Vehicles 5- 10 years

8. Income Tax

The District is not subject to federal or state income taxes as a quasi-governmental unit.

9. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

10. Revenues

Operating revenues and expenses included the sale of water and the expenses associated with pumping and cleaning the
water. Non-operating revenues and expenses consist of investment income and sales of assets.



Rural Water District Number 1
Franklin County, Kansas
NOTES TO FINANCIAL STATEMENTS
December 31, 2020

NOTE B - ASSETS, LIABILITIES AND NET POSITION

1. Cash and Investments; Deposits and Investments - K.S.A. 9-1401 establishes the depositories which may be used
by the District. The statute requires banks eligible to hold the District’s funds have a main or branch bank in the county
in which the District is located, or in an adjoining county if such institution has been designated as an official
depository, and the banks provide an acceptable rate of return on funds. In addition, K.S.A. 9-1402 requires the banks
to pledge securities for deposits in excess of FDIC coverage. The District has no other policies that would further limit
interest rate risk.

Custodial credit risk — Custodial credit risk is the risk that in the event of a bank failure, the District’s deposits may
not be returned to it. State statutes require the District’s deposits in financial institutions to be entirely covered by
federal depository insurance or by collateral held under a joint custody receipt issued by a bank within the State of
Kansas, the Federal Reserve Bank of Kansas City, or the Federal Home Loan Bank of Topeka, except during
designated “peak periods” when required coverage is 50%. The District did not have any designated “peak periods” for
the current year. All deposits were legally secured at December 31, 2020.

At year-end, the carrying amount of the District’s deposits which includes certificates of deposit was $1,423,720 for
2020. The bank balances were $1,426,588. The difference between book and bank balance is outstanding deposits and
checks. The bank balance was held by three banks resulting in a reduction in credit risk. Of the bank balance,
$624,641 was covered by FDIC insurance and $801,947 was collateralized with securities held by the pledging
financial institutions’ agents in the District’s name.

Investments - K.S.A. 12-1675 authorizes the District's investment of idle funds to time deposits, open accounts, and
certificates of deposit with allowable financial institutions; U.S. government securities; temporary notes; no-fund
warrants; repurchase agreements; and the Kansas Municipal Investment Pool. The District has no investment policy
that would further limit its investment choices.

2. Accounts Receivable Water users having meters receive a water bill around the first day of each month for the prior
month's usage. Payment must be remitted to the District office no later than 15th day of the billing month. Bills not
paid by the 16th of the month are subject to a ten percent (10%) late charge. Past due accounts are mailed a "Notice of
Delinquency" documenting a discontinuance of the service date if payment is not received. Failure to make payment
by said date will result in a discontinuance of the service and possible termination. The District has not established an
allowance for doubtful accounts as bad debts are not considered to be material to the financial statements.

3. Capital Assets are detailed as follows:

Beginning Ending

Capital assets: Balance Additions Retirements Balance
Storage Tank $ 282,062 $ 0% 0% 282062
Buildings, Pump stations, and Lines 3,025,807 181,857 0 3,207,724
Equipment and Vehicles 305,776 8,452 0 314,228

Totals at cost 3 3,613,705 § 190,309 $ 0 $ 3,804,014
Accumulated depreciation:
Storage Tank $ 237,235 $ 14,103 $ 0 $ 251,338
Buildings, Pump stations, and Lines 1,342,650 79,678 0 1,422,328
Equipment and Vehicles 170,707 14,962 0 185,669

Total accumulated depreciation $ 1,750,592 § 108,743 $ 0 $ 1,859,335




Rural Water District Number 1
Franklin County, Kansas
NOTES TO FINANCIAL STATEMENTS
December 31, 2020

NOTE C - DEFINED BENEFIT PENSION PLAN

Description of plan — The Organization participates in a cost-sharing multiple-employer pension plan (Pension Plan)
known as Kansas public Employees Retirement System (KPERS) KPERS is administrator of the cost sharing
multiple employer defined benefit plan (Pension Plan) as defined in Governmental Accounting Standards Board
(GASB) Statement No. 67, Financial Reporting for Pension Plans. KPERS financial statements are included in its
Comprehensive Annual Financial Report which can be found on the KPERS www.kpers.org.

KPERS provides benefit provisions to the following statewide pension groups under one plan, as provided by
K.S.A. 74, article 49:

o Public employees, which includes:
¢ State/School employees
¢ Local employees

e Police and Firemen

o Judges

Substantially all public employees in Kansas are covered by the Pension Plan. Participation by local political
subdivisions is optional, but irrevocable once elected.

Those employees participating in the Pension Plan for the Organization are included in the local employee group.

Benefits - Benefits are established by statute and may only be changed by the Legislature. Members (except Police
and Firemen) with ten or more years of credited service, may retire as early as age 55, (Police and Firemen have a
different criteria) with an actuarially reduced monthly benefit. Normal retirement is at age 65, age 62 with ten years
of credited service, or whenever a member's combined age and years of service equal 85 "points" (Police and
Firemen have a different criteria).

Monthly retirement benefits are based on a statutory formula that includes final average salary and years of service.
When ending employment, members may withdraw their contributions from their individual accounts, including
interest. Members who withdraw their accumulated contributions lose all rights and privileges of membership. For
all pension coverage groups, the accumulated contributions and interest are deposited into and disbursed from the
membership accumulated reserve fund as established by K.S.A. 74-4922.

Members choose one of seven payment options for their monthly retirement benefits. At retirement, a member may
receive a lump sum payment of up to 50% of the actuarial present value of the member's lifetime benefit. His or her
monthly retirement benefit is then permanently reduced based on the amount of the lump sum. Benefit increases,
including ad hoc postretirement benefit increases, must be passed into law by the Kansas Legislature. Benefit
increases are under the authority of the Legislature and the Governor of the State of Kansas.

The 2012 Legislature made changes affecting new hires, current members and employers. A new KPERS 3 cash
balance retirement plan for new hires starting January 1, 2015, was created. Normal retirement age for KPERS 3 is
65 with five years of service or 60 with 30 years of service. Early retirement is available at age 55 with ten years of
service, with a reduced benefit. Monthly benefit options are an annuity benefit based on the account balance at
retirement.

For all pension coverage groups, the retirement benefits are disbursed from the retirement benefit payment reserve
fund as established by K.S.A 744922,
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Rural Water District Number 1
Franklin County, Kansas
NOTES TO FINANCIAL STATEMENTS
December 31, 2020

NOTE C - DEFINED BENEFIT PENSION PLAN - CONTINUED

Contributions - Member contributions are established by state law, and are paid by the employee according to the
provisions of Section 414(h) of the Internal Revenue Code. State law provides that the employer contribution rates
are determined based on the results of an annual actuarial valuation. The contributions and assets of all groups are
deposited in the Kansas Public Employees Retirement Fund established by K.S.A. 74-4921. All of the retirement
systems are funded on an actuarial reserve basis.

For fiscal years beginning in 1995, Kansas legislation established statutory limits on increases in contribution rates
for KPERS employers. Annual increases in the employer contribution rates related to subsequent benefit
enhancements are not subject to these limitations. The statutory cap increase over the prior year contribution rate is
1.2% of total payroll.

The actuarially determined employer contribution rate and the statutory contribution rates are as follows for District:

2020
Actuarial Statutory
Employer Employer
Rate capped rate
Local government employees 8.61 % 8.61 %

Member contribution rates as a percentage of eligible compensation of fiscal year 2020 is 6.00% respectively.

Employer and Non-employer Allocations - Although KPERS administers one cost sharing multiple-employer
defined benefit pension plan, separate (sub) actuarial valuations are prepared to determine the actuarial determined
contribution rate by group. Following this method, the measurement of the collective net pension liability, deferred
outflows of resources, deferred inflows of resources, and pension expense are determined separately for each of the
following groups of the plan:

o State
School
e Local
¢ Police and Firemen
o Judges

To facilitate the separate (sub) actuarial valuations, the System maintains separate accounts to identify additions,
deductions, and fiduciary net position applicable to each group. The allocation percentages presented for each group
in the schedules of employer and non-employer allocations are applied to totals presented in the schedules of
pension amounts by employer and non-employer. The allocation percentages for each group as of June 30, 2020
(rolled forward to December 31, 2020) and June 30, 2020 (rolled forward to December 31, 2020) are based on the
ratio of each employer’s contributions to total employer and non-employer contributions of the group for the fiscal
year ended June 30, 2020 (rolled forward to December 31, 2020) and June 30, 2020 (rolled forward to December 31,
2020). The contributions used exclude contributions made for prior service, excess benefits and irregular payments.
The employer allocation percentages have been rounded for presentation purposes. Therefore, use of these
percentages to recalculate individual employer amounts presented in the schedules of pension amounts by employer
and non-employer may result in immaterial differences due to rounding.
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Rural Water District Number 1
Franklin County, Kansas
NOTES TO FINANCIAL STATEMENTS
December 31, 2020

NOTE C - DEFINED BENEFIT PENSION PLAN - CONTINUED

Net Pension Liability - The components of the collective net position liability of the participating employers by
each group at December 31, 2020 were as follows:

December 31, 2020

Total Less Fiduciary Net
Pension Net Pension
Liability Position Liability
State/School $ 21,231,215,202 $ 13,759,282,718 $ 7,471,932,484
Local 5,931,407,823 4,197,753,841 1,733,653,982
Police & Firemen 3,715,609,163 2,482,472,216 1,233,136,947
Judges 202,206,885 167,365,230 34,841,655

$ 31,080,439,073 $ 20,606,874,005 $ 10,473,565,068

Rural Water District Number 1 $ 48,785

At December 31, 2020 District reported a liability of $48,785 for its proportionate share of the net pension liability.

Actuarial Assumptions - The total pension liability was determined by an actuarial valuation as of December 31,
2020, which was rolled forward to June 30, 2020 using the following actuarial assumptions, applied to all periods
included in the measurement was unchanged for the two years presented:

Actuarial Cost Method Entry age normal

Inflation 2.75 percent

Salary increase 3.50 to 12.00 percent, including price
inflation

Investment Rate of Return 7.75 percent compounded annually, net of

investment expense, including price inflation

Mortality rates were based on the RP-2014 Mortality Tables with age setbacks and age set forwards as well as other
adjustments based on different membership groups. Future mortality improvements are anticipated using Scale MP-
2016. Different adjustments apply to pre-retirement versus post-retirement versus post-disability mortality tables.

The actuarial assumptions used in the December 31, 2020 valuation were based on the results of an actuarial
experience study conducted for the period January 1, 2013, through December 31, 2015, The experience study is

dated November 18, 2016.

The actuarial assumptions changes adopted by the Pension Plan for all groups based on the experience study:

1) Price inflation assumption lowered from 3.00 percent to 2.75 percent.

2) Investment return assumption was lowered from 8.00 percent to 7.75 percent.
3) General wage growth was lowered from 4.00 percent to 3.5 percent.

4) Payroll growth assumption was lowered from 4.00 percent to 3.00 percent.

The long-term expected rate of return on pension plan investments was determined using a building block method in

which best estimate ranges of expected future real rates of return (expected returns, net of pension plan investment
expense and inflation) are developed for each major asset class. These ranges are combined to produce the long-term
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Rural Water District Number 1
Franklin County, Kansas
NOTES TO FINANCIAL STATEMENTS
December 31, 2020

NOTE C - DEFINED BENEFIT PENSION PLAN - CONTINUED

expected rate of return by weighting the expected future real rates of return by the target asset allocation percentage
and by adding expected inflation. Best estimates of arithmetic real rates of return for each major asset class as of the
most recent experience study, dated November 18, 2016, as provided by KPERS’ investment consultant, are

summarized in the following table:
Long-term Expected

Asset Class Long-term Target Allocation Real Rate of Retumn

U.S. Equities 23.50% 5.20%
Non-U.S. Equities 23.50% 6.40%
Private Equity 8.00% 9.50%
Private Real Estate 11.00% 4.45%
Yield Driven 8.00% 4.70%
Real Return 11.00% 3.25%
Fixed Income 11.00% 1.55%
Short-term investments 4.00% 0.25%
Total 100.00%

Discount Rate - The discount rate used to measure the total pension liability at the measurement date of June 30,
2020 was 7.75%. The discount rate used to measure total pension liability at the prior measurement date of June 30,
2020 was 7.75 percent. The actuarial assumptions used in the calculation on the total pension liability were based
on the results of the most recent actuarial experience study. It covered the three-year period January 1, 2016 through
December 31, 2018 and was dated January 7, 2020

The projection of cash flows used to determine the discount rate was based on member and employer contributions.

In KPERS, the State/School and Local groups do not necessarily contribute the full actuarial determined rate. Based
on legislation first passed in 1993 and subsequent legislation, the employer contribution rates certified by the Board
may not increase more than the statutory cap. The statutory cap for Fiscal Year 2020 and 2020 was 1.2 percent,

In recent years, the Legislature has made several changes to statutory rates that deviate from the scheduled
contribution increases set under the caps established in 2012 for the State/School group. Under 2015 SB 4, the
previously certified State/School Statutory rate for Fiscal Year 2015 of 11.27 percent was reduced to 8.65 percent
for the last half of the fiscal year as part of the Governor’s allotment. That same session, SB 228 recertified
statutory rates for the State/School group to 10.91 percent for Fiscal Year 2016 and 10.81 percent for Fiscal Year
2020 in anticipation of the issuance of $1 billion in pension obligation bonds. Legislation in the 2017 session (SB
161) provided for the delay of up to $100 million in State and School contributions to the Pension Plan, Legislation
passed by the 2017 Legislature removed the repayment provisions included in SB 161.

In addition, 2017 S Sub. for Sub. HB 2052 delayed $64.1 million in Fiscal Year State/School contributions, to be
repaid over 20 years in level dollar instaliments. The first payment of $6.4 million was paid in full at the beginning
of Fiscal year 2020, and appropriations for Fiscal Year 2020 were made at the statutory contribution rate of 12.01
percent for the State/School group. Additional legislation in the 2017 Session (Senate Sub for HB 2002) provided
for a reduction of $194 million from the previously certified contribution rate of 13.21 percent in the State/School
contributions for Fiscal Year 2020. Like the Fiscal Year 2017 reduction, it is to be paid back over a 20-year period,
beginning in Fiscal Year 2020. Therefore, both reductions will be accounted for as long-term receivables by the
Pension Plan. The 2020 Legislature passed House Sub for Sen Bill 109, which directed on-behalf payments of $56
million and $82 million be made to the System. The $56 million payment was received by the System on June 30,
2020, and recorded as Fiscal Year 2020 contributions. The $82 million was received July 1, 2020, and was recorded
as Fiscal Year 2020 contributions. The 2020 Legislature session passed Senate Bill 9, which authorized a transfer of
$115 million to KPERS, received in March 2020. House Sub for Senate Bill 25 from the 2020 Legislative session
authorized additional funding for the KPERS School group in Fiscal Year 2020 of $51 million
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Rural Water District Number 1
Franklin County, Kansas
NOTES TO FINANCIAL STATEMENTS
December 31, 2020

NOTE C - DEFINED BENEFIT PENSION PLAN - CONTINUED

Based on employer contribution history as described above, it is a reasonable estimate that the State/School group’s
contribution rate may not be certified at the statutory rate. It has been assumed that contribution rates will be made
within the same range as have been seen in the past few years, between 11 to 12 percent. Using this assumption
actuarial modeling indicates that employer contribution rates for the State/School group are sufficient to avoid
depletion date.

The Local, Kansas Police and Firemen, and Judges groups are contributing at the full actuarial contribution rate.

Sensitivity of the Net Position Liability to Changes in the Discount Rate - The following presents the net pension
liability of the Pension plan as of December 31, 2020, calculated using the discount rate of 7.50%, as well as what
the pension Plan’s net pension liability would be if it were calculated using a discount rate that is 1-percentage point
lower (6.50%) or 1-percentage point higher (8.50%) than the current rate:

December 31, 2020

Current

1.00% Decrease Discount Rate 1.00% Increase

(6.50%) (7.50%) (8.50%)
State/School $ 9,907,295,373 $ 7,471,932,484 $ 5,418,722,502
Local 2,439,945,028 1,733,653,982 1,139,847,330
Police & Firemen 1,687,748,977 1,233,136,947 853,440,810
Judges 53,160,271 34,841,655 18,972,356
Total b 14,088,149,649 $ 10,473,565,068 $ 7,430,982,998
Rural Water District Number 1 $ 68,660 $ 48,785 § 32,075

Pension Expense - For the year ended December 31, 2020, the District recognized pension expense of $9,278,
which include the changes in the collective net pension liability, projected earnings on pension plan investments,
and the amortization of deferred outflows of resources and deferred inflows of resources for the current period.

Deferred Outflows of Resources and Deferred Inflows of Resources - At December 31, 2020, District reported
deferred outflows of resources and deferred inflows of resources related to pensions from the following sources:
December 31, 2020

Deferred Outflows  Deferred Inflows

of Resources of Resources
Differences between actual and expected experience $ 815 § 67
Net differenced between projected annual actual
earnings on investments 5,692 0
Changes of assumptions 2,938 0
Changes in proportion 30,722 0
Total $ 40,167 § 67
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Rural Water District Number 1
Franklin County, Kansas
NOTES TO FINANCIAL STATEMENTS
December 31, 2020

NOTE C - DEFINED BENEFIT PENSION PLAN - CONTINUED

Amounts reported as deferred outflows of resources and deferred inflows of resources related to pensions will be
recognized in pension expense as follows:

Year ended June 30 2020
2021 $ 9,258
2022 9,844
2023 9,858
2024 9,599
2025 982
Thereafter 0

Through December 31, 2020 and as of the date of the report the above amounts have not changed for December 31,
2020.

NOTE D. - OTHER INFORMATION

1. Budgetary Information

The District adopts an internal budget for the support and maintenance of the District.

2. Compliance with Kansas Statutes

Management is not aware of any statutory violations for the year ended December 31, 2020.
3. Risk Management

The District is exposed to various risks of loss related to torts, theft of, damage to and destruction of assets; errors and
omissions; and natural disasters for which the District carries commercial insurance. During the last three years, claim
settlements have not exceeded insurance coverage.

4, Concentrations of Risk

The District is engaged in the sale of water to customers located in Franklin County Kansas. The District grants credit
to those customers and requires no collateral; therefore, the District has a concentration of accounts receivable in this
community.

5. Related Party Transactions
The District sells water to members of the Board of Directors at standard rates.
6. Subsequent events

Management has evaluated events through May 13, 2021, the date the financial statements were available to be issued,
and determined there are no significant events that require disclosure.
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Rural Water District Number 1

Franklin County, Kansas

SCHEDULE OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

Operating Revenues
Water Sales
Capital Improvement Revenue

Total Operating Expenses

Operating Expenses
Water Purchased
Clean Drinking Water Fee
Vehicle Expense
Utilities
Trash
Insurance and Bonds
Tests
One Call Locations
Professional Fees
Feasibility Engineering Studies
Mileage
Clerical Fees
Memberships
Board Reimbursement
Training
Repairs and Maintenance
Depreciation
Salaries and Payroll Taxes
Health Insurance
Supplies
Postage
Uniforms
Website
Internet
Materials
Office Rent
Bank Charges
Other
Telephone
Bad debts

Total Operating Expenses

Total Operating Income (Loss)

COMPARED TO BUDGET
For the Year Ended December 31, 2020
Variance
Over
Budget Actual (Under)
$ 406,235 $§ 383,189 §  (23,046)
112,536 105,084 (7,452)
518,771 488,273 (30,498)
174,200 182,096 7,896
1,500 1,508 8
7,000 6,357 (643)
10,250 11,983 1,733
650 621 (29)
10,500 10,512 12
1,100 1,252 152
250 359 109
7,000 9,945 2,945
1,200 700 (500)
1,000 0 (1,000)
0 31 31
1,200 1,136 (64)
5,400 3,330 (2,070)
2,500 0 (2,500)
202,500 41,186 (161,314)
175,000 108,743 (66,257)
142,490 151,529 9,039
44,075 44,313 238
3,000 3,586 586
4,900 4,929 29
500 0 (500)
400 496 96
960 959 €8]
5,000 1,139 (3,861)
3,600 3,600 0
100 0 (100)
1,000 441 (559)
3,000 3,447 447
300 922 622
810,575 595,120 (215,455)
(291,804) (106,847) 184,957

See Independent Auditor's Report.
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Rural Water District Number 1
Franklin County, Kansas

SCHEDULE OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
COMPARED TO BUDGET
For the Year Ended December 31, 2020

Variance
Over
Budget Actual (Under)
Non-Operating Revenues (Expenses)
Interest Income 4,000 14,373 10,373
Late Fees 12,000 11,777 (223)
Miscellaneous 1,000 7216 6,216
Total Non-Operating Income (Loss) 17,000 33,366 16,366
Income (Loss) Before Capital Contributions $  (274,804) § (73,481) § 201,323
Capital Contributions
Benefit Units 0 40,000 40,000
Net Income (Loss) $ (274,804) $ (33,481) $ 241,323

See Independent Auditor's Report.
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